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By 1075 i. 79 percent of the 11 million college* students in the 

United States were enrolled in publicly controlled colleges; many/ 

* -attended new or expanded two-year and four-year colleges established 

12 

in large papulation centers. * In view of the financial problems 

currently faced by many private colleges , it is important to extend 

our knowledge* about the effect of the existing higher education 

system on enrollment. State or municipally run .colleges subsidize 

higher education indirectly by providing instructional services that 

S 

cost more to produce than the tuition students pay. The current 
system of educational finance results in allocation of resources that 

■ k 1 

is neither socially efficient or equitable. I 

i 

This paper examines the effect of local public colleges on total 
enrollment in higher education. While it is apparent that these college! 
have attracted many students to their classrooms, it is important to 
find out both how many of them would have attended other colleges and 
how many would not have attended at all had the lo^al. college not been 
available. To answer j.tjjis question we develop and estimate a demand 
for education model us'irig a human capital framework. 

From an economic perspective an individual will invest in a college 
education if the anticipated rate of return is higher than the cost of 
funds used in the investment. Since, for any given level of earnings the 
rate of return is inversely related to the direct cost of college 
attendance, and since tutuition subsidies and the savings in- the cost 
of room and board enable students enrolled at a local public college to 
reduce the direct cost of their education, the existence of a college in 
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a community is expected to" have a positive effect on enrollment. In 
addition, -becuase the interest rate" individuals, pay to finance their 
higher education is inversely related to their families^ financial f 
resources, the lower funding associated with attending a local public 
college compared with other institutions of higher education, implies 
greater enrollment incentive for persons from poor compared- to rich 
families. 

The National Longitudinal Surveys provide the opportunity to 
investigate several important issufes related to the attendance 'decision.^ 
The determinants 'of desired, ejected and actual college attendance for 
young men and young women are examined separately for blacks and whites 
Based on the parameter estimates of our model we find that the vast 
majority of students at locgl public colleges would have attended other 
colleges had tahe local ones not existed. 

This paper is organized in the following manner: Section II presents 

c 

an economic model of the demand for education. 1 Section III estimates 
the model using the National Longitudinal Surveys of Yobng Men (1966- 

o 

1969) and Young Women (1968-I97I). Some conclusions are presented in 
Section IV. 

II. A Model of tfie Demand for Higher Education 

The price an individual is willing to pay for Tunds to be used in 

an investment in a college education is equal to the internal rate of' 

7 8 * 
return on that investment, 9 This relationship, a demand curve 'for 

funds toi finance investment in human capital, is shown as curve D on 



The Demand and Supply of Funds for an Individual's 
Investment in Higher Education 



Private price per 
dollar invested 
(internal rate of 
return) 




Funds for investment in higher education 
(in unsubsidized dollars) 



Diagram I 
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,on Diagram I. y An individual financing his college education might choose 
to first reduce consumption expenditures or use savings before borrowing 
money at higher interest rates from a bank. Hence, he faces an upward 
; sloping supply curve for funds that could be used for investment in 
higher education (S on Diagram I). In this framework, we can examine the 
effect^f Ability, tuition subsidies, reduced living costs, and differences 
In family financial circumstances on the demand for places in college. 

If people with higher ability are better §kble to convert a unit of 
^ducation into higher Labor market productivity (hence, j higher earnings), 
tlhe rate of return to an incremental unit of education is higher the 

' ■ ! . ' / 

greater the person's native intelligence.' Also, if scholarships are 
awarded on the basis of ability, persons with higher ability are able to 
rfcap a higher rate of return by obtaining the same education at a lower 
(private) direct cost. Hence, the height of the demand curve for 
investment funds is positively correlated with individual ability.. 

The atream of net benefits and the private rate' of return increase 
/ith the reduction of tuition or room and board costs. Therefore, the 
)rice that an individual would be willing to pay to borrow funds per 
1 (unsub3idized dollar) unit of education is increased. The demand curve 
; shifts up from D to D f . 

Imperfections in the capital market exist partly becuase human . 
capital cannot be used as collateral and because there is considerable 
uncertainty about the future earnings of a single person* If a person 
is able to finance his education from his own or his family's savings, 
the interest foregone for an incremental unit of funds is lower than the 
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price he would have to pay for funds from commercial sources. Hence, 
the height of thq supply curve of investment funds is negatively 
correlated with permanent family income. 10 

Investment in a college education is rational if the cost of funds 

used for the investment is less than the internal rate of return. 

✓ :r 

Attendance at a local public college is associated >fith a higher private 

• *\ 
rate of return per ^(unsubsidized) dollar of educational expenditure, an 

upward shift of the demand curve. Since the cost of financing 1 the 

subsidized (free) part of the education is zero with the marginal (finance) 

cost of the remainder of the investment corresponding to the marginal 

cost of the least expensive financing as before, local public college* 

attendance also implies a shift in the supply curve of investment funds 

down and to the right (S to S'). Hence, by increasing the private 

rate of return and lowering the private cost of financing a college 

education, the investment becomes more attractive; some individual will 

invest who would have chosen not to obtain higher education if the only 
# 

colleges open to them were expensive and out of town. The availability 
of low tuition local colleges enables these persons to attend college. 

Parental subsidies must be considered in analyzing the' effect of 
local public colleges on attendance. Direct parental contributions 
increase the children's private rate of return to college the same way 
any outside reduction of the cost of college does. Secondly, parental 
loans below market interest also serve as an additional inducement for 
college attendance. y 

While it is clear that the availability of lqcal public institutions 
could induce greater attendance by making college more profitable for 



persons who otherwise would not have attended, the existence of local 
public colleges probably induces other behavioral changes. v In the first 
place, some persons who, in the absence of alternatives, would attend • 
private, high-tuition, out -of -frown colleges would choose a local. public 

^ u " 

college if the latter were available. Investment in local public 
college education is often more profitable than investment in a private, 
residential college education. Attendance at loc%l colleges would be 

r 

more likely if parental subsidies were contingent upon obtaining 

J 

the least e^pen^ive college education* That is, to induce their . 
children to attend the local college, parenttKpight refuse to subsidize 
attendance at a more expensive alternative. Th^ relative price effect 
stemming from the removal of the parental subsidy for residential 
college attendance combined with the implicit (parental) room and board 
subsidy and the (government) tuition subsidy usually available at 
local public colleges induces substitution in favor of attendance at 
these schools. 

III. Empirical Analysis. 

The empirical^ analysis involves estimating a demand function 
for college attendance. Using the National Longitudinal Surveys of 
Young Men (I966-I969) and Young Women (1968-71) we can determine the 
effect of the existence of local colleges (the cost of college) on 
desired, expected, and actual college attendance. 

The basic regression model is: 

(1) PC i «= A + b!Q t + cY t + ciS i + fN i + u x 



where: 

PC is a dummy variable with the value of one if the respondent 
Actually attends (or desires or expects to attend) college, and zero 
otherwise 

A is a constant 

IQ is a measure of the respondent's mental ability during high 'school 
Y is the income of the respondent's (parental) family 

S is the number of years of education of the respondent's father 

l 

or head of household 
N is the number of siblings of the respondent 
* u represents the unexplained residual in* the regression equation 
b, c, d, and f represent the least squares regressors associated 
with IQ, Y, and S and N respectively ^ 
Table I presents three related aspects of the demand ^r college 
education. First the determinants c# desired and expected college 
attendance are examined for high school students usi^data from the 
initial year of 'the National Longitudinal , Surveys. Then the factors * 
influencing the -fulfillment of these desires and expectations are 
examined using data on actual college attendance from the later surveys. 

' .To obtain an estimate of the effect of varjous types of local 
colleges on the demand for higher education, a series of dichotomous 
variables is used to represent types of institutions. Each of these 
receives the value of one if the particular type of college was located 
(in 1965) in the respondent's local area of residence, and zero otherwise. 
The regression coefficients of these variables measure the net effects 
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*of the existence of* colleges in the local area on the probability of 
tfesired, expected, or actual college attendance. The regression results 
for samples stratified by race and sex are presented^! Table 1. ' Table 
2 presents separate analyses of t^ie effect of local two-year and four- 
year public colleges on % actual attendance. 

The results from estimating the regression model in each of the 
four samples are consistent with human capital theory. Youth from 
families with greater financial resources are likely tV> receive larger 
parental subsidies toward their college education, and face a lower 
effective rate of interest' on their investment. Hence, we expect (and 

usually observe )^jL__pegative coefficient on number of siblings and a 

13 

positive coefficient on average family income* As. expected, for all 
groups we observe a significant positive coefficient on our measure 
of the respondent's mental ability. We interpret the positive coefficient 
for father's scholastic attainment as representing the transmittal of 
a positive taste for education from parents. to children.. In our sample 
of high school students, thj» regression coefficients usually have the 
same sign for all three dependent variables (desired, expected and actual 
college attendance; 

The magnitudes of the coefficients for white males are systemmatically 
lower for the regression inodel that explains desired college attendance 
than for expected and actual attendance. It is interesting to note that' 
the impact of measured ability is stronger (the regression coefficient is 
larger) in predicting actual as compared with expected or desired college 
attendance. The existence of a, college in the community does not 
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Table 1A Regression Results: Determinants of Desired, Expected and Actual College * 

Attendance for White Men a >^ 

(t - statistics in parentheses) f 



Independent Variable 


» : 

Dependent Variable p 


DESANY 


EXPANY 


ACTC0L 


« Constant 


i 

-\26l 
(-2.50)** 


-.245 
(-2.33)** 


- .688 - 
(- 6.27)** 


-.676 
(-6.10)** 


- r.05 
(_ .9.0I1)** 


-•1.03 
(- 8.79)** 


Father's education 

xio-i 


.225 
( 4.88)** 


.223 
( 4.8l)**' 


.318 
( 6.52)** 


.316 0 
( 8.72)** 


.229 . 
(" 4.43)** 


.225 
( 4.36)** 


Family income XIO"^ 


.645 

( 2.. 26)* 


.598 
( 2.07)* 


.985 
( 3.27)** 


..936 
(, 3.07)** 


1.053 
( 3.30)** 

— il-; 


.967 . 
( ^ 3'. 00)** 


Respondent's IQ 

xio- 2 


.712 
C.7.30)** 


■ T- 

? 

,70U 
( 7.19)** 


.905 
( 8/80)** 


.899 
( 8.72)** 


1.167 . 
(^0.72)** 


-lrl.158 

( 10.60)** 


Siblings XIO -1 


-.209 
(-3.23)** 


-.208 
(-3.21)** 


- .188 
(- 2.76)** 


-.186 
(-2.74)** 


- .258 
(- 3.58)** 


- .256 

(- 3.54)** 


Any college 


.012 




-.1*77x10" 3 




.002 




Public* colleges only 




-.017 
(-0.37) 


• 


- ;oi8 
(- 0.38) • 




- .030 
(- 0.61) 


Private colleges only 




.0007 
( 0.02) 




-.02U 
'(- 0.56) 




-•.037 
(- 0.84) 


Both public and ■ 
"private college^ 




.027 
( 0.80) , 




.016 
( 0.U5) 


■ * 

> 


n 

.031 
( O.85) 

1 


Readjusted) 

S.E.E. 

F-RatJio 


* .16 

.39 
36.5 


.16 

\^39 
26.3 


.23/ 

M 

56.6 
1 A -l 


.23 

; 4i 
k'0.6 


.23 
■ .57.8 


.23 
.kk- 
Ul.9 



a Universe: NLS of white men age lk'-2k 9 in grades 10-12 in 1966 and no record 
marriage during the first year. of college attendance, 
(Table continued on next page. ) t 
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Table 1A 



Continued 



Sample size = 9U7 
* Significant at .05. 
** Significant at .01. 
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Table IB Regression Results: Determinant's of Desired*, Expected and Actual, 

• " College Attendance for Black Men a >*> " 

* (t - statistics in parentheses) ' 



Independent Variable 


— / • : — . . : 

Dependent Variable 


PESANY 


. EXPANY w 


ACTC0L 


Constant 


-.131 
(-0.58) 


-.128 

(-0.57) 


-.320 
(-1.30) 


-.309 ' 
(-1.26) 


-.168 

CjP.69) 


-.185 
(-O.76) 


Father's education 

• . xio- 1 


.249 
( 2.1$)** 


220 

( 2.19)* 


( 2.06)* 


1 oft 
( 1.81)* 


( 1.39) 


(3,-32) 


Family income Xl6"5 


1.168 

( 1.37) 


(1.06) 


4s6 
( 0.1*9) ; ; 


lUU' ; 
(•0tl5)'- 


( 1.00) 


X « UHH 

( 1.10) , 


Respondent f s IQ X10" 2 


.716 
(3.21)** 


.733 
( 3 r 33)*» 


. V931 
( 3-86)** 


• 941 
( 3.92)** 


• 479 ' 
( 2.00)* . 


.498 
( 2.08)* ' 


, Siblings X10" 1 


-.169 
(-1.42) 


-.144 , 
(-1.22). 


-.315 
(-1.68)* 


-.185 
(-1.43) 


-.206 
(-1.62) 


• -.214 
(-1.66)* 


Any college 


wo 

"(-0.09) 


) 


- . um 
(-0.42) 


r 

• 


-.032 
(-0.32), 




Public colleges only 




■1 ' ' 

.135 £ 

(1.12) 


1 > . 


• 055 
( 0.42) 




.093 
( 0.71) 


Private colleges only 




-.126 
(-1.22) 




-.156 
(-1.38) 




-.060 
(-0.53) 


«- Botji public and 
private colleges 


< ■ 


• 033 
( 0.34) 




.011 
( 0.10)' 




-.050 
(-0.1*7) 


2 

R (adjusted) * 
S • E . E • 
F-Ratio 


.18 

• 42 

■ .8.9 


. .20 
7.5 


•17 
• 45 

8.5 , 


' .18 
6.8 


.08 
.45 
4.2 


' .08 

,45 
3.3 



a Universe: NLS cjf . i#iite men age 1U-2U,' in grades 10-12 in 1 966 and no*, record of 
marriageyluring the first year of college attendance. 
Sample size = l83 *. * 4 v 

* r Significant 'At .05 - • 

** Significant^ at .01 ^ „ ' 
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Table 1G Regression Results-.. Determinants of Desired, Expected and Actual College* 

.Attendance for White Women* 



(t - statistics in parentheses) ^ 



TndeDendent 


■ ■ r" — p ; ' 

Dependent Variable 


Variable 


DESANY 


EXPANY 


ACTC0L 


Constant 


- .333 
(-2.1*1+ )** 


.351 
(-2.58 )** 


- .5^2 
(-3.79 )** 


- .553 
<-3.87 )** 


-1.3& 
(-7.25 )** 


-1.13 

(-7.U7 )** 


Father's education 
X10" 1 


.197 ,f ' 
( )** 


5 # .199 

(«3-50 )** 


• .261+ . 
( k.kl )** 


.265 
( k.kk )f* 


• 393 
t 6.20 )** 


' .398 
( 6.32 )** 


Fflnfilv income 


.910 
0 2.61*)* 


: v -939 

( 2.67 )** 


.1.22 
( 3.39 )** 


1.25" . 
( 3,1*0 )** 


.665 
( 1.7k )* 


f .57U . 
( 1.1*7 ) 


Respondent ' s IQ 

xio- 2 


-.756 
( 6.21 )** 


.769 
( 6.31 )** 


• 79k 
( 6.23 )** 


.801 
( 6.27 )** 


.989 
( 7.31 )** 


1.02 ' 
( 7-55 )** 


Sialings XIO 


- .127 
(-1.59 ) 


- .131 

(-1.61* ) 


- .152 
(-1.81 )* 


- .155 
(-1.85 )* 


- .067 
(- .692) « 


- .067 
(- .68U) 


Any college 


-.0199 
(- .553) 


- 


:.- .017 \ 
(-0.1*1*8) A 




-.0038 
(-O.09U) 




Public colleges 
only 




.0685 ' 
'( 1-33 ) 


—J. 


« 

• '.OUU 
( .820) 




.081* 
(1.1*8) 


Private colleges 
only 




.061*6 
(-1.39 ) 




-.0U3Z . 
(- .89*0 ■ 




- .097 
(-1.89 )* 


Both public and , 
private colleges 




- .030 
(-".753) 




- .026 
(- .623) - 




.013 
( .-295) 


2 

R (adjusted) 


.lk 


.lk 


.18 


.18 


.20 


•21 


SvE.E. 


■ .1*0 


.1*0 


.U2 


M 


v .U6 


4 .1*1+ 


F.-Ratio ^ 


22.7 


17.2 


29.7 


21.6 


'35.1 


'26.8 



(Table contirfaied on next page.) 
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Table 1C . - - Continued v 

• *f - 

a Universe: NLS of white women age in grades 10-12 in 1968 and 

no record of marriage during the first year of college 
attendance. 

Scrapie size *=» 673 • 
* * Significant at .05. 

** Significant at P 01. 
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Table ID Regression Results:/ Determinants of Desired, Expected and Actual 

College Attendance for Black Women 8 ^ 

Ok - statistics in parentheses) 



Independent "Variable 


/ Dependent Variable 


/ DESANY 


EXP ANY 


ACTCOL 


^ Constant 


-.299 
(-1.29) 


-.369 
(-1.5U) . 


-.523 
(-2.110* 


-.596 
(-2.38)** 


-.816 
(-3.80)** 


-.928 
(-1+.26)** 


Father's education 
XlCf 1 

r 


.20k 
( 1 0^ W . 


.225 


.3U8- 

( 3.15J** 


•372 

( 3.32)*^ 


.189 
( 1-95)* 


." .222 
( 2 .28)* 


Family income X10"5 


.1*81 


1.06- 


.1*12 


1.09 

f All ^ 


1.1*0 
( 1-32) 


2.26 
( .1.99)* 


i — ^" ! — ~ 

y Respondent's IQ 

X10-2 




.677 

\ L. , U f y " " 


..719 


.811+ 


.857 


.696 
1 3.22;** 


.76U 

( 3.5^)** 


Siblings X10' 1 


.211 
(1.85) 


.210 
( 1.83) 


.1U8 
( 1.25) 


.1U2 
( 1.19) 


.11+5 
( 1.39) 


.lU8 
( 1.1+2) 


Any college' 


• H+5 
( 1.54) 




.071/ 

( .73)* 




.156 
( 1.81)* 




Public colleges only 




' .127 
( 1.05) 




.078 

•( .61) 




.101+ 

( .91+) 


. Private colleges only 




.201+ 
( 1.92)* 


\ 


. .125 
( 1.13) 




.256 
( 2.66)** 


Both public and 
private colleges 




• 073 
( .65) 


*■ 


-.015 
(- .13) 


X 


.1+93 
( .U8) 


R 2 - (adjusted)' 
S.E.E.-' 

F-Ratio , • 


.10 


.10 

3(5 


.U5 
• 6.1+ 


.lk 

M . 

k.e 


'.15 I 
.393 

6.7 


.17 
.39 
5.7 ■ 



a Universe: NLS of black Women age 1^-2^, in grades 10-12 in 1968 and no record of 

. marriage during the frtrst year of college attendance. 
Saiqple size « 160 V 
* Significant at ,05. . j 

** Significant at .01. f 
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Table 1 



Continued 



b Means (standard deviation) for Determinants of Desired, Expected and Actual 
College Attendance. 



Variable Definitions 



Respondent's father's education 

Respondent's fai&ily's average income 
1965-69 (in 1967 dollars) 

Respondent's IQ (from high school 
record) 

Respondent's total numbSrof/£iblings , 
1966 (men), 1968 (women) 



Any college in locality (Dummy variable 
coded '1' if there is any college 
present in area of residence), 1966 . 
(men) ,.1968 (women) 

Public college (s) only (Dummy coded '1 ! 
if present) 

^Private college(s) only (Dummy coded 
'1' is present) 

Both public and private college(s) 

(Dummy coded '1' if both are present) 

DESANY (Dummy coded '1' if respondent 
desires education beyond high school) 
1966 (men), 1968 (women) 

EXPANY (Dummy coded '1' if respondent 
expecjts education beyond high school) 

ACTCOL (Dummy coded '1' if respondent 
attends college the year following 
grade 12) 



r 



Young Men 



Young Women 



WHITES 



10.95 
( 3.29 ) 

6 

11,337 
( 5,202) 

105,36 
(li+.oo ) 

2.85 
(2.00 ) 



.78 

( M ) 

• .13 
( .3»» ) 

49 
( .39 ) 

( .50) 



,76 
( .U3") 

.67 

( M ) 



.1+8 
( .50 ) 



BLACKS 



8.20 
3.66 ) 

7,156 
^,053) 

87.96- 
15.0 ) 

U.72 
2.83 ) 



.85 
.36 ) 

.13 
• 33 ) 

.23' 
M ) 

.50 ) 



.70 

.he ) 
.58 



• 32 
.hi ) 



WHITES BLACKS 



11.1+6 
( 3.27 ) 

11,703 
( 5,388) 

106. 1+9 
(13.31 ) 

2.96.^ 
( 1.96 ) 



■ 7h 
.1+1+ ) 

,lh 
•35 ) 

.19 
• 39 ) 



-.75 
( M ) 

.69 

( -U2 ) 



.1+6 
.50 ) 



7.92 
( 3.70 ) 

, 6,163 
( 3,^9) 

87.96 
(15.11 ) 

5.31+ 
( 3.20 ) 



.82 

.39 ) 
.11+ 

.35 ) 



( 



.1+1 

M ) ( 



.25 
M ) 

.hi 
.h9 ) 



.72 

( M ) 

.63 
( M ) 



.21+ 
M ) 
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Regression Results: The Effect of Two-Year and Four-Year Local 
Public Colleges on Actual College Attendance of YoungSlen 

(t - statistics in parentheses) 



Independent Var iable 


WHITE 
mena,b 


WHITE 
. ' men a » b 


BLACK ' 
men** » c 


■ BLACK- 
men^» c 


Constant 


1.05 
(- 9-00)** 


- 1.0U ' 
(- 8,85)**' 


- .252. 
(- 1-05) 


- .197 
(-0.80) I 


Father's education* X1CT 1 


«228 
( l+.l+l)** 


.227 
( U.38)** 


.13k 
( 1.25) 


* 

.160 
( . 1.U7) 


Family income X10"5 


1.01+5 
( 3.. 25)** 


1.015 
( 3.15)** 


1.191 
( 1.30.) 


1.093 

'('1.15) ' 


Respondent's fQ X10" 2 


1.168 
( 10.70)** 


1.159 . 
( 10.60)** 


.568 
( 2.39)** 


.1+98 
( 2.07)* 


Respondent's total number of 
siblings X10- 1 


- .258 
(- 3.57)** 


- .255 
; (- 3.52)** 


- .207 
(- 1.65)* 


- .215 
(- 1.67)* . 


Public 2 year college only r 

'% 


.005 
( 0.06) 




• 315 
( ■ 2.00)* 




f 

Public 2 year and others 

l ~- ' 
i 


.012 
( 0.28) 




- .071 
(- 0.61) 




No public 2 year college 


- .003 
<- 0.07) 




- .057 
(- 0.58) 




Public k year college only 




- .021 

(- 0.36) 




- .116 
(- 0.68) 

j 


Public k year and others 




.016 
.( O.Uh) 




- .061+ 
(- 0.60) 


No public k year college 




- .013 
(- 0.32) 




.009 
( 0.09) 


R 2 (adjusted) 

S.E.E. 

F -Ratio 


• 23 
.1+1+ 

41.2 


.23 

.1+1+ 
1+1.1+ 


.11 
.1+1+ 

1+.2 ' ' 


.08 
.1+5 
3.2 



(Table continued oh next &£ge.) 

er|c , , 
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Table 2A Continued 



ERJC 



ja Universe: NLS of white men age lk-2k in grades 10-12 in 1966 and no 

record of marriage during the first year of college 
' attendance. 
b< See Table 1 for summary statistics. 

c Universe: NLS of black men age lk-2k in grades 10-12 in 1966 and no ^m* 
record of marriage during the first year of college . 
attendance. .* / 
* Significant at gc = .05. 

** Significant at « = .01. 
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Table 2B Regression Results: The Effect of Two-Year and, Four -Year Local 
Public Colleges on Actual College Attendance of Young Women 

(t - statistics in parentheses) 



Independent Variable 


WHITE 

vnmpnB , D 


WHITE 

unrno n ^ » b 


BLACK 
wo in" n » 


BLACK 
wome n u > 


Constant 


- 1.12. 
(- 7-47)** 


- 1.10 

(- 7-24)** 


- .883 
(- 4.02)** 


- .855 
(- 3.92)** 


Father's education 


• 039 
( -6.35)** 


.039 

t 6.20)** 


.021 
( 2.14)*' 


.019 

( 1-94)* 


Family income 


.( 1.76)* 


.602 
I 1-53) 


1.590 

( 1.^9) 


1.694 
( 1.1*7). 


Respondent's IQ 


1.000 

( 7.51)** 


• 99 1 * 
( 7-34)** 


.75 

( 3.42)** 


• 732 " 
( 3 .35)** 


Respondent's total numb'er of 
siblings XKr 1 * 


- .075 ' 

(- .851) . 


- .054 
(- -603) 


.148 
( 1.U2) 


.141 * 
( .1.33) 


Public 2 year college only 


.226 
( ' 2.46)** 




• 153 
( -91U) 




Public 2 year and others 


v *.058 
'( 1.12) 


4 


.401 • 
( -346) . 


• 


No public 2 year college 
but others 

■ — \ — 


- .'047 
(- 1.13) 




• 173 
( 1.98)* 




Public k year college only 




.014 
( .210) 




.054 
( .434) 


FlfeLic k year and others 




.019 / 
( .238) 




.116 * 
( l.io) 


No public k year college 
but others 




-.0258 
(- .546) 




.204 
( 2.21)* 


R 2 (adjusted) 

S.E.E. 
F-Ratio 


.22 

/ 

.44 
27.4 


.20 
.44 
25.2 


.39 
5.1 

1 » 1 


• 15 

• 39 
• 5-1 



(Table continued on next page.) 
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%>^Table 2B 



Continued 



\ a Universe: NLS of white women age,iU-2U, in grades 10-12 in 1^66 and* 

* / no record of marriage during the first year of college 
attendance, 
b See Table 1 for summary statistics. 

c Universe: NLS of black women age 1U-2U in grades 10-12 in 1966 and 

no record of marriage during the first year of college * 

attendance. * 



^- significantly affect college aspirations, expectations or actual 

attendance of white males. lk The presence of a two-year public college 
is associated with a significantly higher likelihood of college attendanc 
for black men. , 

The parameter estimates of the model, however, are different for' 4 
each race/sex group. ' In the first place, for bpth men and women the 
explanatory power of the model, as measured by the adjusted R 2 is 
. "Usually higher .for* whites than blacks. The human capital model is 
more successful in explaining college attendance of men than women 

r 

far whites while the reverse is true for blacks. 

For white women, the coefficients of mental ability and father's 

education on the demand for coilege is higher when the dependent' 

variable is based on actual conferred to desired college attendance. 

However, family income is more inqportant in explaining desired college 

attendance than actual attendance. On the other hand, "for black women 

the pattern is reversed. The coefficient for the' family income variable 

is twice as large in the actual attendance equations conpared with those 

explaining desired attendance. The mental ability and father's education 

coefficients are approximately the same, respectively, in the desired .° 

V 

^ and actual attendance equations. Ability seems to be less important and 
family income more important in explaining the actual college attendance 
* of black compared with white women. The existence of a two-year public 
college is associated with a significantly higher likelihood that a white 
woman will" enter college.^ Black wo^erx^^ ....... 

contain n private college are more likely than other black women to 
continue their education beyot^d high school. 



s 
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In a variant of model (1), not reported here a variable that 

represents the amount of reading material in the respondent's home at 

age Ik and -a variably that indicates parents and teachers encouraged 

the respondent to attend college had the expected positive effects on 

desired," expected and actual college attendance. The encouragement 

variables are significant and positive in equations that include ability, 

family income and father's education as independent variables. Since. 

the more intelligent children and those from the upper socioeconomic 

groups are- most likely to be urged to attend college, it is not surprising 

that the coefficients for'IQ, family income and father's education are 

reduced when the encouragement variables are included in thk model. , 

The coefficients of the local college variables show that proximity 

15 

to a public college has only a minimal effect on enrollment. One 
factor use^il in explaining these results is that foregone earnings 
represent a substantial protion of the total cost of a college education.- 

Since the $300 to $*I00 per year savings concomitant with attending 
a local public college instead of a public residential college is small 



relative to the total cost of college, it usually does not change the 

16 



decision to seek post-secondary education. 

Since our finding of minimal impact of local public colleges on 
enrollment is somewhat surprising and a key focus of this paper, additional 
4 empirical procedures were utilized in an attempt to identify enrollment 
effects. First, using model (l), actual college attendance regressions 
were estimated separately for samples of persons who did not have public 
colleges in their (parents') place of residence and also fcfc* samples of 
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'public, colleges were located.^ 



persons living in areas where public, colleges were located. Second, 
data were stratified ftito low and high income groups (by sex and race) 
and separate regression analyses conducted for each group. The results 
from using these additional techniques are consistent with earlier 
findings . j 

Another approach to the same question involves examining the 
personal characteristics of youth who were actually attending local v 
public colleges, and estimating the probability fctat these students 8 * 
would have received higher education, had^the local college not been 
available. These predictions $re based upon^the coefficients of , a 
regression equatiJh estimated for a sanple of persons who oji not 
have a public college located in their area of residence. ThatNls, 
multiplying" a vector of the personal characteristics of local publLic 
college students by the vector relating those characteristics to the 
probability of college attendance, the likelihood of attendance can be 
estimated. We use a 50 percent likelihood criteria. 

Table 3 shows that based'.on their ability, parental income, number 
of siblings and father's education, more than 56 percent *>f the white 
men and kj percerit of the white women who attended a local public 
college during the survey years would have obtained post- secondary 
education even if they had not lived in an area that contained a 
public college. An additional 3k percent of the men and kk percent % 
of the women had an estimated likelihood between 25 and 50 percent 
and mean likelihoods of ho and 39 percent, respectively. Seventy- four 
of the 99 male and 53 of the 79 female local college students who ■ 



24 



would not have ^nr oiled, had measured ability below the mean for white 
high sahool students. 

The Timing of Enrollment Decisions 

We have thus far demonstrated that the enrollment inducement effect 

^ ifl 

of 'local public colleges, is minimal among recfen\ high school students. 
If^plans to attend college are mad^e early in a person's lifef,' tyiese finding* 
are reasonably. If the decision to attend is reached upon enti?anoe rather 



than completion of high school, the proximity of a public college could 

0 

be a determinant of where the student attends college rather than whether 
he goes. Evidence supporting the view that the likelihood of ccJllege 

7 

attendance is substantially determined as early as the ninth grade is 
obtained from Ireferession results for a sample of white high school * 
students who followed the college preparatory curriculum. The, summary 
statistics show tha^ 73 percent of these young white men who sought, 
an academic diploma compared to less than 50 percent of all high 
scl^gol men enrolled in an institution of higher education within one 

year after graduation from tiigh school. The magnitude^of the regression 

H 

cbe'f ficients and the explanatory power of the human capital\yariables 

are smaller within the academic curriculum group than in degressions 

19 * 1 

estimated using a sample of all high school students. y ' 



Since the choice of high school curriculum, a key determinant xff 
college enrollment, is made at an early age and is heavily influenced by 
parents, serious questions are raised concerning the human capital 
model that has been presented. In the model, the college attendance 
decision, .associated with wealth maximizatipn, is assumed to be made m 

0 
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-Table 3 Distribution^ off S&mple Cases\by Likelihood of Residential 
College Attendance 8 and Ability 1 * among Ac^tu^l Local Publig 

. College Students 
0 





WHITE MEN 








^^-^^^obabili of 




j- Less - 


£5 to 


50 to 


Greater 


^^^-^^attendance 


Total J 


than 25 


1*9.9. 


I 7^.9 


than 75 ' 


Ability- ' 




percent 


perceh't" v 


jtfercent 


per^cepl 


TotaJL ^ 
Substantially below average 
Slightly below average 
SZlghtly above average 
Substantially- above average 
■ » ; — — 


236 

,80 ! 
.91 

ko 


20 ' 

13 ' ■ 
5^ 
2-. 

' G . 


79 x 

11 - 

1+5 

20- 

, 3 


105 
1 

• 29 
55 
, 20 


32 
0 
1 
1-1+ 
17 



' 4 Vj&ttyu0*. 



I 





WHTfe WOMEN 

> • 




T — 


— 6 — f 


^^Probability df ■ 




Less- - 


25 to 


& to 


Greater' 


^ JT^~--^^attenciance 
Ability, . ,. V^~^-^_ 


Total 


than 25 






than 75 




percent 


percent - 


percent 


percent 


. Total 


' 150 


.13 


66 i 


' 61+ 


■ r'Jt 


Substantially below averffge 


15 


1. ,9 


6 


•0 




Slightly be.low average 


51 


' 1+ 


31+ 


12 » 


1 


'Slightly above average , 


62 


6 ' 


21+ 


37 . 




Substantially above average 


22 


0. 


, 2 


15 





Source: Appendix Table 1 and Characteristics of Individual Local. Public 

College Students " " . t* 4 

a,b See Table 1, footnotes a and b for Variable descriptions. 
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by high schoof* seniors. At least two interpretations of the results f 
from the stratified sample are possible. First, parents make the , 
college investment decis*idhs on behalf of their children based on the 
child's ^bility and on family financial resources. Second, college 
enrollment is actually determined by educational "channeling" a process 
with an outcome that* is, coincidentally, consistent with the predictions 
of the conventional human capital model. Under either interpretation % 
it is clear that the decision to purfeue education beyond high school • % 
is for the most part made before the student reaches grade twelve. 1%^ } 
is not surprising, then, that the proximity of a public college during 
the respondent's high school years does not seem to be ainajor inducement 
for ^college enrollment. 

If local public colleges ho not have as la^e an attendance inducement 
effect .as their supporters ascribe to them, whjr have they, been established? 
One possible explanation is that parents who expect their children to 
enroll in college often prefer them to attend locally. That is, they 



are .likely to live in areas where local colleges exist or they will 
provide political pressure , for their establishment in the local area . 
IV. ' Conclusions 

We observe only limited additional college enrollment associated 
with. the existence of local public colleges. Local two-year public 
colleges increase the likelihood that white women jand black men will* 
seek higher education. While this result was unexpected, it is 
consistent with same previous research (Hopkins) and probably due to 
thjf limited effect of attending a local college oa the total cost of 
investment in higher education when opportunity costs are included. 
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.. . _ v 

Furthermore, while the human capital model is consistent with data, we 
have uncovered evidence that the college attendance decision is often 
"made" at the time the student enters high school. TKat is , v high school 



curriculum (i.e., academic compared to other) "explains" a^darge portio.n 
of the variance in college enrollment demand among individuals. Hence, 
the decision to go to college is made or at the vety least heavily 
influenced by parents. 
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FOOTNOTES 



"bfew York Times, February 15, 1976, p. E 7 



« * 
2 

Tuckman (1973, p. 266) reports that 60 percent of the kOO colleges 
built during the 1960s were junior colleges. 

"T)r. T. Edward Hollender, New York State's deputy commissioner for 
higher education predicts that by 1990 one-third of New York's private 
institutions "may find themselves with enrollment declines that might 
cause them to reconsider whether they should continue." New York Times , 
February 29, 1976, p.. 1.. % ~\ 

^Shultz (1972), p. 2. . , 



Seme supporters^ of^ local colleges pretend to know the answer to this 
question. For example, Albert Shanker, President of the 'United Federation 
of Teachers arguing against budget cuts for the City University of New 
York stated, "The list of graduates- who fliight not otherwise have been, able 
to go to college - -but -Jwho went to the cit^jr colleges and later made 
outstanding, internationally recognized contributions to the arts and 
sciences — is staggering." ( New York Times (advertisement) February 15, 
1976), .P. .IS 7 - • . ; • ' , 

description of these data is contained in "The National Longitudinal 
Surveys Handbook", The Center for Human Resource Research, The Ohio State 
University, October, 1975. 

7 

Of course, college attendance may contain present or future 
.consumption benefits. We posit these benefits to be independent of the 
investment aspects and . ignore them for^he remainder of the present 
analysis. v 

8 

The internal rate of return is the rate of interest that equates the 
direct plus opportunity (foregone earnings) costs associated' with a 
cpllege education with the increase in lifetime earnings ^stemming from 
the investment. 



%his diagram was first used by Backer (1967). 



10 This/is offset somewhat since scholarships, and government guaranteed 
low interest loans are often awarded on the basis of need. 
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i . 28 
11 • - . 

If private high-tuition colleges are superior to public local 
colleges, some. persons might attend the former even if places in the 
latter were available. That is, to the extent that certain attributes 
of colleges imply higher lifetime earnings or larger 'present or future 
consumption benefits, attendance at expensive private colleges will 
s occur even if the direct cost of local public college attendance were 
lower. This aspect of college" choice is the subject of a future paper. 

12 

Other factors have been included in previous studies of educational 
aspirations and attachment. These include: high school curriculum, 
encouragement by parents and teachers, reading material in the home, high 
school quality, etc. Since many of these variables introduce behavioral 
.aspects (i.e., studeats with greater ability receive more encouragement), 
they have been excluded from the simple economic model presented initially. 

13 y , 

Since permanent income is a more appropriate measure of parental 
financial capacity than current income, our measure is the average reported 
family income (in 1967 dollars) for the available survey years. 

14 " 

Since the estimates of the desired and expected equations have 
provided little additional insight into the college attendance decision, 
the remainder of the empirical results in this paper will be concerned 
only with actual college attendance. 

15 H6pkins (1974). 

l6 " *<r et al. (1974) p. V. 

These results are. presented in the appendix. 




[t is possible that local public colleges augment attendance 
among older persons. In fact, a local college provides a communiti^with 
cultural and educational activities that can justify its establishUnt 
irrespective of enrollment effects. 

19 

The following regression equation was estimated using a sample of 
418 white men who followed a college preparatory curriculum in high school: 

Probability of Actual College Attendance = - ^ "^gjj) 

+ .0119 Fathed •+ .00070 IQ < - .0174 Siblings 

(1.52). .. . ( 4.10) (-1.46) 

- .0384 Anycol + .600 x 10-5 famine 

(- .66) (I.38) 



R" 2 = .059, S.E.E. ■ .429, F-ratio = 6.2 
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APPENDIX ■ 

In order to examine in more detail the impact of local public 
colleges on attendance, the following technique is used: first, 
equation (1) is estimated using a sample of persons who do not have 
local public colleges in their (parents) place of residence and for a 
sample of persons living in areas where local pia^lic colleges exist. 
Second, using the coefficients from the regression equations from one 
sample (e.g., where a public college is present) and mean values for the 
independent variables from the other sample (e.g. / where no local college 
is present") the likelihood of college attendance is estimated for perspns 
with these characteristics. By comparing the results for the two 
sanqples, a good measure of the impact of local public colleges on actual 
college attendance is obtained. The regression equations are estimated 
separately by race and sex. 

Using the mean values for white men who reside in areas without a 
3/ocal public college, and the regreseiqn coefficients from the* determinants 

1 * 7 

of college attendance equation estimated from a sample of white men 
(blacks) who reside in an area with a local jpublid college, "we obtain 
a probability of college attendance of 1 .^6k (.280). Since the probability 
of. actual attendance for this group was \U29 (.2^3), it -.Seems then the 
existence of a local public college improves the probability of college 
attendance by .035 (.037). Usinjg the mean values from t»| saflhple of 
whites (blacks) who had a local public college in their local area and 
regression coefficients from a sample without a local college, we 
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32 

obtain a probability . of attendance of .1+77 (.3h7)+ Since the actual 
mean attendance for this group was .507 (.363), we find the existence 
of a local college increases the probability of attendance by .030 (.016) 
Hence again we observe only insignificant enrollment inducement due to 
the existence of local colleges for men. Using the same procedure for 
women, we estimate that the existence of a local l public college increases 
the likelihood of higher education for whites by 7 percent and not at 
all for blacks. 
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